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According to a June 27 statement by the United Lefist (IU) coalition, the ministerial crisis provoked
by the resignation of Prime Minister and Finance Minister Luis Alva Castro expresses the "failure
of the economic, social and labor policy" of President Alan Garcia's government. The opposition
group called on Garcia to make fundamental economic policy changes. Spokespersons for the
National Merchants Confederation (Confederacion Nacional de Comerciantes), representing
more than 100,000 employers, said that the cabinet crisis and Garcia's apparent hesitancy in
replacing the government economic team has provoked "suspense and anxiety" throughout the
country. They said a slowdown in business activities was apparent as owners and managers await
announcements of cabinet appointments and imminent policy changes. Meanwhile, presidential
press secretary Victor Tirado told reporters that President Garcia had met with APRA leaders to
discuss Alva Castro's replacement. Later the same day, Garcia announced that APRA Senator
Guillermo Larco Cox would replace Alva Castro as prime minister. According to Cuban news
agency PRENSA LATINA, the appointment of Lacro, representing the right wing within the ruling
party, came as a surprise to the IU and many APRA politicians. Opposition politicians and trade
union leaders had been calling for Alva Castro's resignation for the last three months. Critics
charged that the government's economic program was doomed from the start since it consisted
of emergency measures that were not grounded in medium- and long-term planning. On June 23
Prime Minister and Finance Minister Luis Alva Castro resigned, 10 days after the resignations of
the president of Peru's Central Reserve Bank, Leonel Figueroa, and its general manager, Hector
Neyra. As of June 28, no candidates to fill the finance minister slot and the positions vacated by
Figueroa and Neyra had been announced. Alva Castro stepped down against the wishes of President
Garcia and a large part of the leadership of the ruling American Popular Revolutionary Alliance
(APRA). Officials said APRA leaders believed Alva should continue to help direct Peru's economic
program, which has begun to slow down after nearly two years of reducing inflation and boosting
production. As required by law, all other cabinet ministers also submitted their resignations. Alva's
intention to resign was no secret. He is now free to occupy his congressional seat (as chairman of
the Chamber of Deputies) and to pursue APRA chairmanship in 1988, and presidential ambitions
for 1990. Alva Castro held the two positions since July 1985 when Garcia took power. In contrast to
the previous administration's policies, Alva implemented a price freeze on foodstuffs, and froze a
multi-tiered exchange rate system vis-a-vis the US dollar. Since 1986, however, food price ceilings
have been lifted, subject to a complex regime of government-administered prices. In January, the
government imposed a flat monthly 2.2% devaluation of the national currency (inti) to the dollar,
provoking continual domestic price inflation. After four years of stagnation and even negative
growth rates, in 1986 the Peruvian economy registered an 8.5% GDP growth rate, while inflation
dropped to 63% from 158% in 1985. Consumer purchasing power also improved. Compared to 1986,
economic performance this year is on the decline. While the government has been aiming for a 60%
inflation rate, independent economists predict 100% inflation by year-end, the highest of all Andean
countries. Next, manufacturing output has leveled off. Foreign currency reserves have declined to
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their lowest level since July 1985, now estimated at $822 million. (Basic data from several reports by
AP, PRENSA LATINA, Peruvian news agency ANDINA)
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